Commentary on "Does the Aggregate Demand Curve Suffer From the Fallacy of Composition," by Ira Saltz, Pat Cantrell, and Joseph Horton, is provided.
The essence of the argument about the possibili ty of ambiguous price-level effects on aggregate demand is based on the distinction between antici pated and unanticipated price expectations. This serves as a logical starting point from which to overturn a central argument presented in this paper.
First, of course, is the fact that price expectations represent a non-price determinant that is a shifter of the demand curve. Therefore, any argument about price expectations is necessarily outside the investi gation into whether the price level and aggregate demand are inversely related. This certainly seems to be the traditional methodology and conceptual ization of microeconomic demand. If changes in both price and price expectations are embedded in movements along the microeconomic demand curve, or any aggregated relative of the market demand curve for that matter, the resulting curve would violate the ceteris paribus assumption and represent a departure from the definition of the Law of Demand. More specifically, when the price level falls, it is responded to because it is assumed to be completely unexpected. This is a well-known and standard neoclassical behavioral assumption embedded in the model. Certainly price expecta tions are present for all points along the aggregate demand curve but are assumed to be constant prior to any arbitrary movement along the AD schedule, after which the new expected price lag-adjusts to equal the value of the new price level. In other words, at the initial price level economic agents have the expectation that a given price will remain in place, presumably equaling the current price.
Otherwise, any expectation that the price level will increase or decrease relative to its initial value would necessarily shift the AD curve at that price level. Note that this relationship would also hold for any microeconomic demand curve. That is, should there be an increase or decrease in the expected future price of a good, a shift in the market demand curve would result.
In conclusion, we believe that the analysis by Saltz, Cantrell, and Horton is flawed. Fundamental ly, when the ceteris paribus assumption is honored, it seems that the international, Pigou, and Keynes effects are logically consistent and support a nega tively sloped aggregate demand curve within a price level, real output plane. When these effects are presented correctly, student confusion regarding aggregate demand should be minimized. 
